
In  t h e  

COMMONWEALTH OF KENTUCKY 

BEFORE THE P U B L I C  S E R V I C E  COMMISSION 

* * * * 

Matter  of: 

APPLICATON FOR RATE ADJUSTMENT 
BEFORE T H E  PUBLIC SERVICE 1 
COMMISSION OF K E N T U C K Y  FOR SMALL CASE NO. 9 4 6 5  
U T I L I T I E S  PURSUANT TO 807 KAR 1 
5:076 OF BULLITT U T I L I T I E S  D/B/A 1 
HUNTERS HOLLOW SEWER SYSTEM 1 

O R D E R  

0 

I T  IS ORDERED t h a t :  

1.  The S t a f f  Audi t  Report  for B u l l i t t  Util it ies d/b/a 

Hunters  ~ollow Sewer System ( " B u l l i t t  Ut i l i t ies")  a t t a c h e d  h e r e t o  

a s  Appendix A s h a l l  be i n c l u d e d  a s  a p a r t  of the record i n  t h i s  

p r o c e e d i n g .  

2 .  B u l l i t t  U t i l i t i e s  shall have 10  days from the d a t e  of 

t h i s  Order , .  t o  file w r i t t e n  comments concerning t h e  contents of 

Appendix A. 

Done a t  F r a n k f o r t ,  Kentucky,  t h i s  24th day of February, 1985. 

PUBLIC SERVICE COMMISSION 

& LD. /LJ 
For the Commisrion 

ATTEST 2 

S e c r e t a r y  



S t a f f  A u d i t  Report on 
B u l l i t t  U t i l i t i e s ,  Inc. d/b/a 

H u n t e r s  Hollow Sewer S y s t e m  

PREFACE 

O n  November 19 ,  1 9 8 5 ,  B u l l i t t  U t i l i t i e s ,  Inc., d/b/a 

H u n t e r s  Hollow Sewer S y s t e m  ( " H u n t e r s  Hollow") filed i ts  

a p p l i c a t i o n  s e e k i n g  a n  i n c r e a s e  i n  i ts  r a t e s  for sewer s e r v i c e .  

The proposed r a t e s  wou ld  gene ra t e  $42,112 on a n  a n n u a l  basis, a n  

average i n c r e a s e  of 178 p e r c e n t  i n  t h e  r e s i d e n t i a l  rates  c u r r e n t l y  

b e i n g  charged. The increase would be s u b s t a n t i a l l y  less t o  some 

c u s t o m e r s  and s u b s t a n t i a l l y  more t o  o t h e r s .  

A s  part of its endeavor to  s h o r t e n  a n d  s i m p l i f y  t h e  

r e g u l a t o r y  process for small u t i l i t i e s  t h e  Commiss ion  chose t o  

perform a l i m i t e d  f i n a n c i a l  a u d i t  of H u n t e r s  Hollow'e o p e r a t i o n s  

for t h e  t e s t  year, c a l e n d a r  y e a r  1 9 8 4 .  The C o m m i s s i o n ' s  o b j e c t i v e  

was t o  s u b s t a n t i a l l y  reduce  t h e  need for  w r i t t e n  d a t a  requests, 

decrease t h e  time n e c e s s a r y  t o  examine t h e  application and, 

therefore, decrease the expense t o  t h e  u t i l i t y .  M r .  Larry Harley 

and Mr. S a m  B r y a n t  of t h e  Commission's Division of R a t e s  and 

Tariffs performed the a u d i t  on J a n u a r y  23, 1 9 8 6 ,  a t  t h e  offices of 

M r .  Carroll Cogan i n  Louisville, K e n t u c k y .  

This f i l i n g  was made o n  t h e  basis of t h e  combined  H u n t e r s  

Hollow and  B l u e l i c k  Sewer Corp. ( " B l u e l i c k " )  s y s t e m s  as c u r r e n t l y  

before t h i s  commission i n  Case No. 9367. 

SCOPE 

The scope of t h e  a u d i t  was limited t o  obtaining i n f o r m a t i o n  

t o  d e t e r m i n e  w h e t h e r  t h e  o p e r a t i n g  expenses a s  r e p o r t e d  i n  Hunters 

Hollow's 1 9 8 4  A n n u a l  Report  used a s  t h e  t e s t  y e a r  i n  t h i s  case 



were r e p r e s e n t a t i v e  of n o r m a l  o p e r a t i o n s  a n d  to  g a t h e r  i n f o r m a t i o n  

t o  e v a l u a t e  p ro  forma a d j u s t m e n t s  made i n  H u n t e r s  H o l l o w ' s  f i l i n g .  

Expenditures c h a r g e d  to t e s t  y e a r  o p e r a t i o n s  were r e v i e w e d  as were 

t h e  i n v o i c e s .  I n s i g n i f i c a n t  or immater ia l  d i s c r e p a n c i e s  w e r e  not 

p u r s u e d  and  a r e  n o t  a d d r e s s e d  h e r e i n .  

FINDINGS 

G e n e r a l  Observation 

B u l l i t t  Utilities, I n c .  is comprised of t h e  t w o  separate 

sewer t r e a t m e n t  p l a n t s ,  B u l l i t t  H i l l s  a n d  H u n t e r s  Hollow. 

E x a m i n a t i o n  of t h e  b a l a n c e  s h e e t  revealed t h a t  t h e  o p e r a t i o n s  of 

b o t h  p l a n t s  a r e  combined i n t o  o n e  balance sheet for reporting 

purposes. Upon examination of the lodger,  balnncs shaet items for 

e a c h  e n t i t y  could be readily i d e n t i f i e d  w i t h  f e w  e x c e p t i o n s  (ie., 

c a s h  a n d  r e t a i n e d  e a r n i n g ) .  T h e  Staff a d v i s e s  t h a t  all a c c o u n t 8  

be s e p a r a t e d  for  f u t u r e  A n n u a l  R e p o r t s .  

Most of the expenses i n c u r r e d  by H u n t e r s  I I o l l o w  d u r i n g  the 

test p e r i o d  were booked as a c c o u n t s  p a y a b l e  t o  Andriot-Davidson's 

Service Company, Inc. ( " A n d r i o t - D a v i d s o n " )  Except  €or electric 

and  water e x p e n s e s  it appeared t h a t  v e r y  l i t t l e  cash w a s  expended 

€or opera t ion  and m a i n t e n a n c e  of the p l a n t .  

During an exit c o n f o c e n c e  w i t h  M K ,  Cogan and his a c c o u n t a n t  

Mr. P a t  Logsdon,  CPA, it was d e t e r m i n e d  t h a t  the H u n t e r s  H o l l o w  

p l a n t  has t h e  c a p a c i t y  t o  t r e a t  f l o w  f rom 600 u n i t s .  A t  present 

t h e  p l a n t  has 183 connections t h u s  o p e r a t i n g  a t  only 30.5% 

c a p a c i t y .  



M r .  C h r i s  G l a n z ,  t h e  f o r m e r  owner  of B l u e  Lick was 

available to answer a n y  ques t ions  from the e t a f f .  Mr. Glanz 

advised the staff that n o  records e x i s t e d  f r o m  h i s  o p e r a t i o n  of 

B l u e  L i c k .  

F u e l  a n d  Power E x p e n s e  

Upon e x a m i n a t i o n  of H u n t e r s  Hollow's t e s t - y e a r  e x p e n d i t u r e s  

it was r e v e a l e d  t h a t  t h e  e l ec t r i c  e x p e n s e  for  pumping was 

. o v e r s t a t e d  by $ 1 , 4 9 4  d u e  t o  a b a l a n c e  from the December, 1983 b i l l  

be ing  car r ied  forward onto t h e  J a n u a r y ,  1 9 8 4  b i l l .  T h i s  amoun t  is 

n o t  a proper t e s t - y e a r  e x p e n d i t u r e  a n d ,  therefore ,  A c c o u n t  No. 

703, Fuel and Power P u r c h a s e d  fo r  Pumping a n d  T r e a t m e n t  s h o u l d  be 

r e d u c e d  by $ 1 , 4 9 4 .  

I n  its f i l i n g  H u n t e r s  Hollow proposed a n  a d j u s t m e n t  t o  

e lectr ic  power e x p e n s e  i n  the amount  of $ 3 , 5 4 2 .  T h i s  a d j u s t m e n t  

was based o n  a n  estimated 1 5  p e r c e n t  i n c r e a s e  i n  power  r e q u i r e d  to  

r u n  the blowers and pumps a t  t h e  t reatment  p l a n t  due t o  t h e  

i n c r e a s e d  load f r o m  B l u e  L i c k  c u s t o m e r s .  This a d j u s t m e n t  amoun ted  

to  $1 ,610 .  An a d d i t i o n a l  61,932 i n  e l e c t r i c  e x p e n s e  has been 

proposed by H u n t e r s  H o l l o w  d u e  t o  t h e  a d d i t i o n  of t h e  B l u e  L i c k  

1 i f t  s t a t i o n .  

D u r i n g  t h e  a u d i t  Commiss ion  s t a f f  examined  e l ec t r i c  b i l l s  

for the c a l e n d a r  y e a r  1985,  t h e  f i r s t  f u l l  y e a r  t h a t  H u n t e r s  

H o l l o w  and B l u e  Lick were combined, and d e t e r m i n e d  H u n t e r s  

Hollow's e lec t r ic  e x p e n s e  for 1985 t o  b e  $12,115. 
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Miscellaneous General Expenses 

Hunters Hollow reported Mi8CellaneOUS General Expenses 

(Account No. 930) of $2,025 for t h e  test-year. Included in this 

amount are late charges to Andriot-Davidson in the amount of 

$1,904. These charges are assessed monthly at 18 percent per 

annum on unpaid balances for services performed by 

Andriot-Davidson. A s  previously mentioned most of the Operation 

and Maintenance expenses incurred by Hunters Hollow were booked as 

accounts payable to Andriot-Davidson. The Staff finds this to be 

inappropriate for future operations. 

Maintenance of Treatment and Disposal Plant 

Hunters Hollow reported $3,889 for maintenance of the 

treatment plant in 1984 and $1,873 for plant maintenance in 1983. 

Examination of invoices for 1985 revealed expenditures of 

approximately $2,700. The staff, therefore, concludes that 

treatment plant maintenance expense f o r  the test period is not 

representative of normal operations. 

Sludqe Haulinq 

Hunters Hollow reported sludge hauling expense of $2,390 

for 1984. Examination of invoices confirmed this expenditure. 

Hunters Hollow incurred no sludge hauling expenses for the  two 

years prior to the test year and an examination of invoices showed 

that $160 w a s  incurred for sludge hauling e x p e n s e  i n  1985. The 
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s t a f f ,  therefore, c o n c l u d e s  that test period sludge hauling 

expense is n o t  representa t ive  of normal operations. 

Respectfully submitted, 

Financial A n a l y s t  Sr. 

1 
I 

Larry Harley 

R a t e s  and Tariffs Manager 
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